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SUBJECT: FOREIGN ECONOMIC POLICY TOWARD AFRICA 

1 . FOLLOWING UP ON THE ANNUAL BUDGET SUBMISSION AND THE 
GORM EXERCISE THE DEPARTMENT S POLICY PLANNING STAFF HAS 
PREPARED THE FOLLOWING SHORT DISCUSSION PAPER ON US ECONOMIC 
POLICIES TOWARD AFRICA OVER THE NEXT SEVERAL YEARS. THE 
ANALYSIS IS NEITHER EXHAUSTIVE NOR DOES IT NECESSARILY 
REPRESENT A CONSENSUS WITHIN THE DEPARTMENT OR THE USG. 

IT DOES, HOWEVER, REFLECT OUR OVERALL EFFORT TO SEEK MORE 
IMAGINATIVE WAYS OF EFFICIENTLY MOVING NECESSARY RESOURCES 
TO AFRICA. 

2. WE WOULD APPRECIATE YOUR REACTIONS, COMMENTS, AND 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
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RECOMMENDATIONS IN LIGHT OF THE SPECIFIC ECONOMIC PROBLEMS 
IN YOUR REGION AND COUNTRY. ILLUSTRATIVE EXAMPLES WOULD BE 
PARTICULARLY USEFUL, ALTHOUGH WE ARE NOT ASKING FOR MORE 
THAN THREE OR FOUR PAGES OF COMMENTS FROM EACH POST. 

3. YOUR EARLY VIEWS WILL BE HELPFUL IN ADVANCING OUR 
THINKING ON THIS IMPORTANT SUBJECT PRIOR TO TERMINATION OF 
THE FY 80 BUDGET CYCLE. 

4. IT WOULD BE MOST HELPFUL IF YOU COULD CABLE YOUR 
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COMMENTS TO US BY TUESDAY, JULY 11. 

5. BEGIN TEXT. DURING OUR SPRING REVIEW OF THE FY-80-82 
FOREIGN ASSISTANCE BUDGET PROPOSALS WERE MADE FOR AID 
LEVELS TO AFRICA WHICH ARE HIGHER THAN THE SUBSTANTIAL 
INCREASES AID IS PLANNING. WE HAVE DONE SOME PRELIMINARY 
THINKING ON HOW THAT MONEY MIGHT BE USED, HOW OTHER FOREIGN 
ECONOMIC POLICIES COULD COMPLEMENT THAT EFFORT. AND HOW 
THE USG COULD PUT TOGETHER AN ECONOMICALLY SENSIBLE AND 
POLITICALLY SIGNIFICANT PACKAGE. 

6. WE HAVE IN MIND BUILDING ON CURRENT AID EFFORTS AND 
UNDERTAKING A LONG-TERM INTEGRATED DEVELOPMENT STRATEGY 
WHICH ADDRESSES FUNDAMENTAL AFRICAN PROBLEMS WHICH WE DO 
NOT NOW FOCUS ON. IN THIS EFFORT WE WOULD EXPAND AID'S 
ACTIVITIES BY TRYING TO MAKE ITS PERCEIVED CONGRESSIONAL 
MANDATE MORE FLEXIBLE; STEER THE DEVELOPMENT BANKS IN 
PARTICULAR DIRECTIONS; ACCELERATE OUR EFFORTS TO DEVISE 
CERTAIN "GLOBAL" POLICIES AND, TO THE EXTENT POSSIBLE, GIVE 
THEM AN AFRICAN ORIENTATION; AND ENCOURAGE TRADE, PRIVATE 
INVESTMENT, AND TECHNICAL ASSISTANCE WITH RESPECT TO 
AFRICAN COUNTRIES. 

LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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7. AFRICAN PROBLEMS AND POTENTIAL US RESPONSES. THE 
BASIC PROBLEMS WHICH THE US WOULD ADDRESS WOULD INCLUDE: 

(1) INFRASTRUCTURE. THE LACK OF ADEQUATE TRANSPORT 
REMAINS A MAJOR BOTTLENECK TO ECONOMIC DEVELOPMENT IN 
AFRICA GENERALLY AND TO EXPANSION IN AGRICULTURAL PRO- 
DUCTION AMONG THE RURAL POOR. LACK OF IRRIGATION FACILI- 
TIES ALSO LIMITS AGRICULTURAL PRODUCTION AND AN INADEQUATE 
COMMUNICATIONS SYSTEM PREVENTS INDUSTRIAL DEVELOPMENT AND 
CLOSER REGIONAL COOPERATION. THIS PROBLEM WAS GIVEN SOME 
PROMINENCE WHEN THE UN DECLARED THIS DECADE THE DECADE OF 
TRANSPORTATION IN AFRICA. MOREOVER, UNLIKE BASIC HUMAN 
NEEDS (BHN) PROJECTS, WHICH TEND TO MAKE GREAT DEMANDS 

ON LIMITED US AND AFRICAN MANPOWER FOR THE DELIVERY OF 
RELATIVELY SMALL AMOUNTS OF RESOURCES, INFRASTRUCTURE 
PROJECTS CAN BE UNDERTAKEN WITH CONSIDERABLY LESS STRAIN 
ON LIMITED US OR AFRICAN PERSONNEL. 

BECAUSE OF THE BASIC HUMAN NEEDS FOCUS OF OUR BILATERAL 
AID PROGRAM AND ANTICIPATED OBJECTIONS FROM CONGRESS, 

THE US HAS BEEN SEVERELY LIMITED IN ITS ABILITY TO SUPPORT 
INFRASTRUCURE PROJECTS IN AFRICA. WE BELIEVE THIS 
CONSTRAINT CANNOT BE ENTIRELY ELIMINATED - NOR SHOULD 
IT BE - BUT THAT WE CAN GAIN SOME FLEXIBILITY IF WE ARE 

CAREFUL TO DEMONSTRATE THAT PARTICULAR INFRASTRUCTURE 
PROJECTS WILL OVER THE LONGER RUN HELP REMOVE CRITICAL 
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BOTTLENECKS TO EQUITABLE GROWTH IN A COUNTRY OR REGION. 
MOREOVER, EACH INFRASTRUCTURE PROIECT SHOULD BE CAREFULLY 
EVALUATED IN TERMS OF ITS ECONOMIC FEASIBILITY GIVEN SOCIAL, 
ECONOMIC AND MANPOWER RESTRAINTS. 

PROPOSALS HAVE BEEN MADE FOR LARGE SCALE IRRIGATION 
FACILITIES IN THE SAHEL AND STUDIES OF SIMILAR INFRA- 
STRUCTURE PROJECTS ARE UNDERWAY IN SOUTHERN AFRICAN 
COUNTRIES. THUS FAR. THE US HAS BEEN UNABLE TO OFFER 
SIGNIFICANT SUPPORT OF SUCH PROJECTS, DESPITE THE FACT THAT 
LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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THEY MAY BE CRUCIAL TO ENSURE THE EFFECTIVENESS OF BHN 
PROJECTS. 

IT MAY ALSO BE WORTH EXPLORING THE POSSIBILITY OF 
EXPANDING US ASSISTANCE FOR LOCAL COST FINANCING OF THESE 
PROJECTS WHERE RECIPIENTS' BUDGET CONSTRAINTS LIMIT THEIR 
ABILITY TO PROVIDE SUFFICIENT LOCAL COST FINANCING. 

IN ADDITION TO PROVIDING MORE EMPHASIS IN US ASSIST- 
ANCE POLICIES ON AFRICAN INFRASTRUCTURE, WE MIGHT EXPLORE 
THE POSSIBILITIES OF ENCOURAGING OFFICIAL ASSISTANCE FOR 
INFRASTRUCTURE (E.G., ROAD CONSTRUCTION) COMBINED WITH 
PRIVATE INVESTMENT WHICH WOULD THEN MAKE USE OF THE INFRA- 
STRUCTURE (I.E., BETTER TRANSPORTATION FACILITIES COULD 
ENHANCE THE ECONOMIC FEASIBILITY OF THE PRIVATE INVESTMENT 
PROJECT). 

(2) CONCENTRATION IN EXPORTS. MOST AFRICAN COUNTRIES 
ARE DEPENDENT FOR THEIR EXPORT EARNINGS ON ONE OR TWO 
PRIMARY PRODUCTS: E.G.. COCOA, COFFEE, COPPER, COTTON, 

SISAL, AND GROUNDNUTS. PRICE FLUCTUATIONS IN THESE 
COMMODITIES HAVE CONTRIBUTED TO SEVERE BALANCE OF PAYMENTS 
PROBLEMS IN SEVERAL AFRICAN COUNTRIES. MOREOVER, THESE 
COMMODITIES ARE FREQUENTLY EXPORTED IN AN UNPROCESSED 
STATE, WITH RELATIVELY LITTLE VALUE ADDED BY THE AFRICAN 
PRODUCER. 

WE MIGHT: 

- SUPPORT COMMODITY EXPORT DIVERSIFICATION THROUGH 

OUR BILATERAL ASSISTANCE PROGRAMS (AID IS NOT PARTICULARLY 
ACTIVE IN THIS AREA NOW); 

LIMITED OFFICIAL USE 
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- CONTRIBUTE TO COMMODITY PRICE STABILIZATION TO 
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THE EXTENT PRACTICABLE THROUGH 

A) SPECIAL EFFORTS TO PARTICIPATE CONSTRUCTIVELY 
IN RENEGOTIATION OF A COCOA AGREEMENT, 

B) ACCELERATING THE TIMETABLE FOR POSSIBLE NEGOTIATION 
OF A COPPER AGREEMENT, 

PROVIDE SUPPORT AND ENCOURAGEMENT FOR EXPANSION 
OF PROCESSING OF RAW MATERIALS AND OTHER MANUFACTURING 
ACTIVITIES IN AFRICA THROUGH 

A) EXAMINATION OF OECD GSP SCHEMES TO SEE IF WE 

CANNOT EXPAND OUR MARKETS FOR EXPORTS OF PROCESSED GOODS OR 
MANUFACTURES FROM THE POOREST LDC'S, 

B) SPECIAL ENCOURAGEMENT OF PRIVATE INVESTMENT IN 
PROCESSING AND MANUFACTURING IN AFRICAN COUNTRIES THROUGH 
OPIC AND COUNTERPART ORGANIZATIONS IN OTHER COUNTRIES, 

PROVIDE SHORT-TERM BALANCE OF PAYMENTS SUPPORT FOR 
AFRICAN COUNTRIES THROUGH 

A) EXPANDED USE OF SSA AND PL 480 WHERE APPROPRIATE, 

THROUGH ESTABLISHMENT OF A US FINANCIAL CONTINGENCY FUND TO 
MEET SUCH NEEDS, OR THROUGH ESTABLISHMENT OF A NEW PROGRAM 
WITHIN THE DEVELOPMENT ASSISTANCE ACCOUNT, 

B) COORDINATION OF COMPENSATORY FINANCE SCHEMES (IMF, 

STAB EX, POSSIBLE US SCHEMES). 

(3) MANPOWER SHORTAGES. MOST AFRICAN COUNTRIES FACE 
A SHORTAGE OF EDUCATED OR TECHNICALLY TRAINED AFRICANS 
WHICH TENDS TO LIMIT THEIR CAPACITY TO ABSORB RESOURCES 
EFFECTIVELY AND FORCES THEM TO RELY ON (OFTEN EXPENSIVE) 
LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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EXPATRIATE LABOR. WE MIGHT EXPAND US BILATERAL ASSISTANCE 
TO SUPPORT AFRICAN TRAINING AND EDUCATION (BOTH IN AFRICAN 
AND US INSTITUTIONS), AND ENCOURAGE THE DEVELOPMENT BANKS 
TO TAKE A MORE ACTIVE INTEREST IN THE AREA. THIS MIGHT 
INCLUDE GREATER EMPHASIS ON TRAINING TO MEET THE LONG TERM 
NEEDS OF AFRICAN COUNTRIES (RATHER THAN PROVIDING TRAINING 
LARGELY FOR MANPOWER NEEDS ASSOCIATED WITH SPECIFIC AID 
PROJECTS, AS WE CURRENTLY DO) AND PROVIDING WIDER 
EDUCATIONAL OPPORTUNITIES TO WOMEN. 

TO SUPPORT INVESTMENT IN "HUMAN CAPITAL" IN AFRICA, 

WE MIGHT CONSIDER FORMING TEAMS OF SPECIALISTS FROM OUR 
DOMESTIC AGENCIES-SUCH AS THE BUREAU OF STANDARDS, THE 
INTERIOR DEPARTMENT, HEW, ETC. TO GIVE ADVICE AND TECHNICAL 
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ASSISTANCE ON A WHOLE RANGE OF ACTIVITIES TO THOSE AFRICAN 
NATIONS WHICH REQUEST IT. 

FINALLY, A MORE LIBERAL US POLICY ON FINANCING RE- 
CURRENT COSTS OF PROJECTS-PARTICULARLY THOSE IN HEALTH OR 
OTHER SECTORS WHICH DO NOT GENERATE REVENUES-COULD HELP 
ENSURE THE LONG RUN SUCCESS OF SUCH PROJECTS IN COUNTRIES 
WHERE BUDGET RESOURCES ARE SERIOUSLY CONSTRAINED. 

(4) MINI-STATES AND MINI-MARKETS. THE BOUNDARIES OF 

MANY AFRICAN STATES WERE SET WITHOUT REGARD TO GEOGRAPHY, 
ECONOMIC VIABILITY OR TRIBAL LINKS. AS A RESULT OF THIS 
AND OTHER FACTORS. MANY AFRICAN STATES MAY BE TOO SMALL TO 
SUPPORT EFFICIENT INFRASTRUCTURE (E.G., ENERGY PRODUCTION) 
MANUFACTURING OR SERVICE INDUSTRIES. INCREASED REGIONAL 
COOPERATION WOULD HELP EXPAND MARKETS. AN ANALYSIS MIGHT 
BE UNDERTAKEN OF HOW US ASSISTANCE TOGETHER WITH ASSISTANCE 
FROM OTHER DONORS CAN SUPPORT AND ENCOURAGE GREATER REGIONAL 
LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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ECONOMIC COOPERATION (E.G., RIVER BASIN DEVELOPMENT, 

REGIONAL TRANSPORT AND COMMUNICATIONS SYSTEMS, SUPPORT OF 
ECOWAS AND OTHER EFFECTIVE REGIONAL INSTITUTIONS). 

(5) HEALTH. REGION- WIDE DISEASES (SLEEPING SICKNESS, 

RIVER BLINDNESS, ETC.) HAVE PREVENTED THE EXPANSION OF 
AGRICULTURE AND LIVESTOCK, LIMITED PRODUCTIVITY OF RURAL 
FARMERS AND CAUSED WIDESPREAD SUFFERING IN MANY PARTS OF 
AFRICA. ERADICATION OF THESE DISEASES AND PREVENTING THEIR 
RECURRENCE IS DIFFICULT, EXPENSIVE AND REQUIRES CONSIDER 
ABLE COOPERATION AMONG DONORS AND RECIPIENTS. AN ADDITION- 
AL PROBLEM IS WATER-BORNE DISEASE, BOTH IN RURAL AND 
URBAN AREAS. US ASSISTANCE, AND THAT OF OTHER DONORS COULD 
FOCUS MORE HEAVILY ON THESE HEALTH PROBLEMS (INCLUDING A 
LONG TERM COMMITMENT TO ELIMINATION AND SUBSEQUENT PRE- 
VENTION OF THE PRINCIPAL DISEASES). 

(6) ENERGY. INCREASES IN ENERGY COSTS HAVE CAUSED 
SOME ECONOMIC DISLOCATION AMONG A NUMBER OF AFRICAN 
COUNTRIES. MOREOVER. HIGH ENERGY COSTS PROVIDE A DIS- 
INCENTIVE TO NEW PRIVATE INVESTMENT. FUTURE SHORTAGES 
AND PRICE INCREASES COULD EXACERBATE THESE PROBLEMS. MOST 
AFRICAN COUNTRIES ARE DEPENDENT ON ENERGY IMPORTS. AND 
THEIR LOCAL POTENTIAL (HYDROELECTRIC, SOLAR, OTHER) ARE 
LARGELY UNEXPLOITED. US ASSISTANCE POLICIES COULD ADDRESS 
INDIGENOUS ENERGY PRODUCTION THROUGH SUPPORT OF SOLAR 
ENERGY DEVELOPMENT AND IRRIGATION FACILITIES WHICH AT THE 
SAME TIME PROVIDE ELECTRICITY. 

CONCLUSION: 
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THESE ARE SOME THOUGHTS BASED ON A BRIEF REVIEW OF CURRENT 
ECONOMIC PROBLEMS AND POLICIES IN AFRICA. THE ELEMENTS 
JUST DESCRIBED COULD EASILY BE PRESENTED AS AN INTEGRATED 
SCHEME SINCE. AS NOTED, INFRASTRUCTURE IS RELATED TO ALL 
OTHER ASPECTS OF DEVELOPMENT, AS IN HEALTH, TRAINING, AND 
LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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ENERGY. ULTIMATELY, WE WOULD, TO THE EXTENT FEASIBLE, WANT 
TO PLAN DEVELOPMENT IN SUB-REGIONAL CONTEXTS, ALTHOUGH 
ACTUAL PROGRAMS COULD OF COURSE BE UNDERTAKEN BY NATIONAL 
GOVERNMENTS. THE PROBLEM OF COORDINATION— AMONG DONORS 
AND BETWEEN THEM AND RECIPIENTS— MAY BE FORMIDABLE, GIVEN 
THE CAST OF PARTICIPANTS AND THE INCREASING AMOUNTS OF AID 
GOING INTO THE CONTINENT. END TEXT. VANCE 
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1 . FOLLOWING UP ON THE ANNUAL BUDGET SUBMISSION AND THE 
GORM EXERCISE THE DEPARTMENT S POLICY PLANNING STAFF HAS 
PREPARED THE FOLLOWING SHORT DISCUSSION PAPER ON US ECONOMIC 
POLICIES TOWARD AFRICA OVER THE NEXT SEVERAL YEARS. THE 
ANALYSIS IS NEITHER EXHAUSTIVE NOR DOES IT NECESSARILY 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
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REPRESENT A CONSENSUS WITHIN THE DEPARTMENT OR THE USG. 

IT DOES, HOWEVER, REFLECT OUR OVERALL EFFORT TO SEEK MORE 
IMAGINATIVE WAYS OF EFFICIENTLY MOVING NECESSARY RESOURCES 
TO AFRICA. 

2. WE WOULD APPRECIATE YOUR REACTIONS, COMMENTS, AND 
RECOMMENDATIONS IN LIGHT OF THE SPECIFIC ECONOMIC PROBLEMS 
IN YOUR REGION AND COUNTRY. ILLUSTRATIVE EXAMPLES WOULD BE 
PARTICULARLY USEFUL, ALTHOUGH WE ARE NOT ASKING FOR MORE 
THAN THREE OR FOUR PAGES OF COMMENTS FROM EACH POST. 

3. YOUR EARLY VIEWS WILL BE HELPFUL IN ADVANCING OUR 
THINKING ON THIS IMPORTANT SUBJECT PRIOR TO TERMINATION OF 
THE FY 80 BUDGET CYCLE. 

4. IT WOULD BE MOST HELPFUL IF YOU COULD CABLE YOUR 
COMMENTS TO US BY TUESDAY, JULY 11. 

5. BEGIN TEXT. DURING OUR SPRING REVIEW OF THE FY-80-82 
FOREIGN ASSISTANCE BUDGET PROPOSALS WERE MADE FOR AID 
LEVELS TO AFRICA WHICH ARE HIGHER THAN THE SUBSTANTIAL 
INCREASES AID IS PLANNING. WE HAVE DONE SOME PRELIMINARY 
THINKING ON HOW THAT MONEY MIGHT BE USED, HOW OTHER FOREIGN 
ECONOMIC POLICIES COULD COMPLEMENT THAT EFFORT, AND HOW 
THE USG COULD PUT TOGETHER AN ECONOMICALLY SENSIBLE AND 
POLITICALLY SIGNIFICANT PACKAGE. 

6. WE HAVE IN MIND BUILDING ON CURRENT AID EFFORTS AND 
UNDERTAKING A LONG-TERM INTEGRATED DEVELOPMENT STRATEGY 
WHICH ADDRESSES FUNDAMENTAL AFRICAN PROBLEMS WHICH WE DO 
NOT NOW FOCUS ON. IN THIS EFFORT WE WOULD EXPAND AID'S 
ACTIVITIES BY TRYING TO MAKE ITS PERCEIVED CONGRESSIONAL 
MANDATE MORE FLEXIBLE; STEER THE DEVELOPMENT BANKS IN 
LIMITED OFFICIAL USE 
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PARTICULAR DIRECTIONS; ACCELERATE OUR EFFORTS TO DEVISE 
CERTAIN "GLOBAL" POLICIES AND, TO THE EXTENT POSSIBLE, GIVE 
THEM AN AFRICAN ORIENTATION; AND ENCOURAGE TRADE, PRIVATE 
INVESTMENT, AND TECHNICAL ASSISTANCE WITH RESPECT TO 
AFRICAN COUNTRIES. 
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7. AFRICAN PROBLEMS AND POTENTIAL US RESPONSES. THE 
BASIC PROBLEMS WHICH THE US WOULD ADDRESS WOULD INCLUDE: 

(1) INFRASTRUCTURE. THE LACK OF ADEQUATE TRANSPORT 
REMAINS A MAIOR BOTTLENECK TO ECONOMIC DEVELOPMENT IN 
AFRICA GENERALLY AND TO EXPANSION IN AGRICULTURAL PRO- 
DUCTION AMONG THE RURAL POOR. LACK OF IRRIGATION FACILI- 
TIES ALSO LIMITS AGRICULTURAL PRODUCTION AND AN INADEQUATE 
COMMUNICATIONS SYSTEM PREVENTS INDUSTRIAL DEVELOPMENT AND 
CLOSER REGIONAL COOPERATION. THIS PROBLEM WAS GIVEN SOME 
PROMINENCE WHEN THE UN DECLARED THIS DECADE THE DECADE OF 
TRANSPORTATION IN AFRICA. MOREOVER, UNLIKE BASIC HUMAN 
NEEDS (BHN) PROIECTS, WHICH TEND TO MAKE GREAT DEMANDS 
ON LIMITED US AND AFRICAN MANPOWER FOR THE DELIVERY OF 
RELATIVELY SMALL AMOUNTS OF RESOURCES, INFRASTRUCTURE 
PROJECTS CAN BE UNDERTAKEN WITH CONSIDERABLY LESS STRAIN 
ON LIMITED US OR AFRICAN PERSONNEL. 

BECAUSE OF THE BASIC HUMAN NEEDS FOCUS OF OUR BILATERAL 
AID PROGRAM AND ANTICIPATED OBJECTIONS FROM CONGRESS, 

THE US HAS BEEN SEVERELY LIMITED IN ITS ABILITY TO SUPPORT 
INFRASTRUCURE PROJECTS IN AFRICA. WE BELIEVE THIS 
CONSTRAINT CANNOT BE ENTIRELY ELIMINATED - NOR SHOULD 
IT BE - BUT THAT WE CAN GAIN SOME FLEXIBILITY IF WE ARE 

CAREFUL TO DEMONSTRATE THAT PARTICULAR INFRASTRUCTURE 
PROJECTS WILL OVER THE LONGER RUN HELP REMOVE CRITICAL 
BOTTLENECKS TO EQUITABLE GROWTH IN A COUNTRY OR REGION. 
MOREOVER, EACH INFRASTRUCTURE PROJECT SHOULD BE CAREFULLY 
EVALUATED IN TERMS OF ITS ECONOMIC FEASIBILITY GIVEN SOCIAL, 
ECONOMIC AND MANPOWER RESTRAINTS. 

LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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PROPOSALS HAVE BEEN MADE FOR LARGE SCALE IRRIGATION 
FACILITIES IN THE SAHEL AND STUDIES OF SIMILAR INFRA- 
STRUCTURE PROJECTS ARE UNDERWAY IN SOUTHERN AFRICAN 
COUNTRIES. THUS FAR, THE US HAS BEEN UNABLE TO OFFER 
SIGNIFICANT SUPPORT OF SUCH PROJECTS, DESPITE THE FACT THAT 
THEY MAY BE CRUCIAL TO ENSURE THE EFFECTIVENESS OF BHN 
PROJECTS. 

IT MAY ALSO BE WORTH EXPLORING THE POSSIBILITY OF 
EXPANDING US ASSISTANCE FOR LOCAL COST FINANCING OF THESE 
PROJECTS WHERE RECIPIENTS' BUDGET CONSTRAINTS LIMIT THEIR 
ABILITY TO PROVIDE SUFFICIENT LOCAL COST FINANCING. 

IN ADDITION TO PROVIDING MORE EMPHASIS IN US ASSIST- 
ANCE POLICIES ON AFRICAN INFRASTRUCTURE, WE MIGHT EXPLORE 
THE POSSIBILITIES OF ENCOURAGING OFFICIAL ASSISTANCE FOR 
INFRASTRUCTURE (E.G., ROAD CONSTRUCTION) COMBINED WITH 
PRIVATE INVESTMENT WHICH WOULD THEN MAKE USE OF THE INFRA- 
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STRUCTURE (I.E., BETTER TRANSPORTATION FACILITIES COULD 
ENHANCE THE ECONOMIC FEASIBILITY OF THE PRIVATE INVESTMENT 
PROJECT). 

(2) CONCENTRATION IN EXPORTS. MOST AFRICAN COUNTRIES 
ARE DEPENDENT FOR THEIR EXPORT EARNINGS ON ONE OR TWO 
PRIMARY PRODUCTS: E.G.. COCOA, COFFEE, COPPER, COTTON, 

SISAL, AND GROUNDNUTS. PRICE FLUCTUATIONS IN THESE 
COMMODITIES HAVE CONTRIBUTED TO SEVERE BALANCE OF PAYMENTS 
PROBLEMS IN SEVERAL AFRICAN COUNTRIES. MOREOVER, THESE 
COMMODITIES ARE FREQUENTLY EXPORTED IN AN UNPROCESSED 
STATE, WITH RELATIVELY LITTLE VALUE ADDED BY THE AFRICAN 
PRODUCER. 

LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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WE MIGHT: 

- SUPPORT COMMODITY EXPORT DIVERSIFICATION THROUGH 

OUR BILATERAL ASSISTANCE PROGRAMS (AID IS NOT PARTICULARLY 
ACTIVE IN THIS AREA NOW); 

- CONTRIBUTE TO COMMODITY PRICE STABILIZATION TO 
THE EXTENT PRACTICABLE THROUGH 

A) SPECIAL EFFORTS TO PARTICIPATE CONSTRUCTIVELY 
IN RENEGOTIATION OF A COCOA AGREEMENT, 

B ) ACCELERATING THE TIMETABLE FOR POSSIBLE NEGOTIATION 
OF A COPPER AGREEMENT, 

- PROVIDE SUPPORT AND ENCOURAGEMENT FOR EXPANSION 

OF PROCESSING OF RAW MATERIALS AND OTHER MANUFACTURING 
ACTIVITIES IN AFRICA THROUGH 

A) EXAMINATION OF OECD GSP SCHEMES TO SEE IF WE 

CANNOT EXPAND OUR MARKETS FOR EXPORTS OF PROCESSED GOODS OR 
MANUFACTURES FROM THE POOREST LDC'S, 

B) SPECIAL ENCOURAGEMENT OF PRIVATE INVESTMENT IN 
PROCESSING AND MANUFACTURING IN AFRICAN COUNTRIES THROUGH 
OPIC AND COUNTERPART ORGANIZATIONS IN OTHER COUNTRIES, 

PROVIDE SHORT-TERM BALANCE OF PAYMENTS SUPPORT FOR 
AFRICAN COUNTRIES THROUGH 

A) EXPANDED USE OF SSA AND PL 480 WHERE APPROPRIATE, 

THROUGH ESTABLISHMENT OF A US FINANCIAL CONTINGENCY FUND TO 
MEET SUCH NEEDS, OR THROUGH ESTABLISHMENT OF A NEW PROGRAM 
WITHIN THE DEVELOPMENT ASSISTANCE ACCOUNT, 
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B) COORDINATION OF COMPENSATORY FINANCE SCHEMES (IMF, 

LIMITED OFFICIAL USE 
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STAB EX, POSSIBLE US SCHEMES). 

(3) MANPOWER SHORTAGES. MOST AFRICAN COUNTRIES FACE 

A SHORTAGE OF EDUCATED OR TECHNICALLY TRAINED AFRICANS 
WHICH TENDS TO LIMIT THEIR CAPACITY TO ABSORB RESOURCES 
EFFECTIVELY AND FORCES THEM TO RELY ON (OFTEN EXPENSIVE) 
EXPATRIATE LABOR. WE MIGHT EXPAND US BILATERAL ASSISTANCE 
TO SUPPORT AFRICAN TRAINING AND EDUCATION (BOTH IN AFRICAN 
AND US INSTITUTIONS), AND ENCOURAGE THE DEVELOPMENT BANKS 
TO TAKE A MORE ACTIVE INTEREST IN THE AREA. THIS MIGHT 
INCLUDE GREATER EMPHASIS ON TRAINING TO MEET THE LONG TERM 
NEEDS OF AFRICAN COUNTRIES (RATHER THAN PROVIDING TRAINING 
LARGELY FOR MANPOWER NEEDS ASSOCIATED WITH SPECIFIC AID 
PROJECTS, AS WE CURRENTLY DO) AND PROVIDING WIDER 
EDUCATIONAL OPPORTUNITIES TO WOMEN. 

TO SUPPORT INVESTMENT IN "HUMAN CAPITAL" IN AFRICA, 

WE MIGHT CONSIDER FORMING TEAMS OF SPECIALISTS FROM OUR 
DOMESTIC AGENCIES-SUCH AS THE BUREAU OF STANDARDS, THE 
INTERIOR DEPARTMENT, HEW, ETC. TO GIVE ADVICE AND TECHNICAL 

ASSISTANCE ON A WHOLE RANGE OF ACTIVITIES TO THOSE AFRICAN 
NATIONS WHICH REQUEST IT. 

FINALLY, A MORE LIBERAL US POLICY ON FINANCING RE- 
CURRENT COSTS OF PROJECTS-PARTICULARLY THOSE IN HEALTH OR 
OTHER SECTORS WHICH DO NOT GENERATE REVENUES-COULD HELP 
ENSURE THE LONG RUN SUCCESS OF SUCH PROJECTS IN COUNTRIES 
WHERE BUDGET RESOURCES ARE SERIOUSLY CONSTRAINED. 

(4) MINI-STATES AND MINI-MARKETS. THE BOUNDARIES OF 

MANY AFRICAN STATES WERE SET WITHOUT REGARD TO GEOGRAPHY, 
ECONOMIC VIABILITY OR TRIBAL LINKS. AS A RESULT OF THIS 
LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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AND OTHER FACTORS, MANY AFRICAN STATES MAY BE TOO SMALL TO 
SUPPORT EFFICIENT INFRASTRUCTURE (E.G., ENERGY PRODUCTION) 
MANUFACTURING OR SERVICE INDUSTRIES. INCREASED REGIONAL 
COOPERATION WOULD HELP EXPAND MARKETS. AN ANALYSIS MIGHT 
BE UNDERTAKEN OF HOW US ASSISTANCE TOGETHER WITH ASSISTANCE 
FROM OTHER DONORS CAN SUPPORT AND ENCOURAGE GREATER REGIONAL 
ECONOMIC COOPERATION (E.G., RIVER BASIN DEVELOPMENT, 

REGIONAL TRANSPORT AND COMMUNICATIONS SYSTEMS, SUPPORT OF 
ECOWAS AND OTHER EFFECTIVE REGIONAL INSTITUTIONS). 
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(5) HEALTH. REGION- WIDE DISEASES (SLEEPING SICKNESS, 

RIVER BLINDNESS, ETC.) HAVE PREVENTED THE EXPANSION OF 
AGRICULTURE AND LIVESTOCK, LIMITED PRODUCTIVITY OF RURAL 
FARMERS AND CAUSED WIDESPREAD SUFFERING IN MANY PARTS OF 
AFRICA. ERADICATION OF THESE DISEASES AND PREVENTING THEIR 
RECURRENCE IS DIFFICULT, EXPENSIVE AND REQUIRES CONSIDER 
ABLE COOPERATION AMONG DONORS AND RECIPIENTS. AN ADDITION- 
AL PROBLEM IS WATER-BORNE DISEASE, BOTH IN RURAL AND 
URBAN AREAS. US ASSISTANCE, AND THAT OF OTHER DONORS COULD 
FOCUS MORE HEAVILY ON THESE HEALTH PROBLEMS (INCLUDING A 
LONG TERM COMMITMENT TO ELIMINATION AND SUBSEQUENT PRE- 
VENTION OF THE PRINCIPAL DISEASES). 

(6) ENERGY. INCREASES IN ENERGY COSTS HAVE CAUSED 
SOME ECONOMIC DISLOCATION AMONG A NUMBER OF AFRICAN 
COUNTRIES. MOREOVER, HIGH ENERGY COSTS PROVIDE A DIS- 
INCENTIVE TO NEW PRIVATE INVESTMENT. FUTURE SHORTAGES 
AND PRICE INCREASES COULD EXACERBATE THESE PROBLEMS. MOST 
AFRICAN COUNTRIES ARE DEPENDENT ON ENERGY IMPORTS, AND 
THEIR LOCAL POTENTIAL (HYDROELECTRIC, SOLAR, OTHER) ARE 
LARGELY UNEXPLOITED. US ASSISTANCE POLICIES COULD ADDRESS 
INDIGENOUS ENERGY PRODUCTION THROUGH SUPPORT OF SOLAR 
ENERGY DEVELOPMENT AND IRRIGATION FACILITIES WHICH AT THE 
SAME TIME PROVIDE ELECTRICITY. 

CONCLUSION: 
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THESE ARE SOME THOUGHTS BASED ON A BRIEF REVIEW OF CURRENT 
ECONOMIC PROBLEMS AND POLICIES IN AFRICA. THE ELEMENTS 
JUST DESCRIBED COULD EASILY BE PRESENTED AS AN INTEGRATED 
SCHEME SINCE, AS NOTED, INFRASTRUCTURE IS RELATED TO ALL 
OTHER ASPECTS OF DEVELOPMENT, AS IN HEALTH, TRAINING, AND 
ENERGY. ULTIMATELY, WE WOULD, TO THE EXTENT FEASIBLE, WANT 
TO PLAN DEVELOPMENT IN SUB-REGIONAL CONTEXTS, ALTHOUGH 
ACTUAL PROGRAMS COULD OF COURSE BE UNDERTAKEN BY NATIONAL 
GOVERNMENTS. THE PROBLEM OF COORDINATION— AMONG DONORS 
AND BETWEEN THEM AND RECIPIENTS— MAY BE FORMIDABLE, GIVEN 
THE CAST OF PARTICIPANTS AND THE INCREASING AMOUNTS OF AID 
GOING INTO THE CONTINENT. END TEXT. VANCE 

UNQUOTE CHRISTOPHER 

LIMITED OFFICIAL USE 


« END OF DOCUMENT » 
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